Objective. To determine (i) the cost issues which Saudi health care managers perceive to influence overall quality improvement initiatives, and (ii) the relationship between health care managers' satisfaction with such initiatives and their perceptions regarding the influence of different cost issues on the overall quality improvement initiatives.
One of the major goals of the health care sector is to achieve can also be defined as those costs which will disappear if health care services and medical processes are perfect. That the greatest possible improvement in health care services at the lowest possible cost to both the patients and the health will be the sum of all costs related to doing things right and to correcting those which were previously done wrong. care organizations. It is believed that this is possible if more effort is focused on the quality of all areas related to the Therefore, the cost of poor quality may result from an incorrect drug label, incorrect nurse instructions, unclear provision of health care services. Thus, it is also imperative that serious attention is paid to the cost of quality. This clinician handwriting, incomplete patient documents, and misfiling of patient's medical records [3, 4] . concept has been used traditionally in the manufacturing and industrial sectors. However, the past several decades have
The cost of quality in service organizations such as hospitals is estimated to be around 25-35% of total revenue [5] . witnessed the emergence of cost of quality as an important issue in the health care sector and one which is generating However, quality department directors frequently do not have any idea about how much is actually spent on quality [6] . serious interest from various stakeholders in the health care sector because of current cost containment concerns.
The quality-related costs can be divided generally into four categories: internal failure costs; external failure costs; apThe cost of quality has been defined as the sum of all activities within an organization related to fixing errors [1] . praisal costs; and prevention costs. Internal failure costs are the costs incurred due to the correction of products or Juran [2] proposed the term 'cost of poor quality' instead of 'cost of quality' to avoid confusion arising from the latter. services that do not conform to quality standards before they are received by the customer [7] . In hospitals, internal failure He then defined cost of poor quality as 'those costs which would disappear if our products and processes were perfect'. typically occurs during the treatment of a patient.
External failure costs are incurred as a result of correcting Translated into the health care sector, the cost of poor quality products or services that do not conform to quality standards care managers' satisfaction with the overall quality improvement initiatives in their hospitals and their perand are detected only after these are received by the customer ceptions regarding the influence of different cost issues [8] . An example of this in the health care industry is when on such initiatives. a patient is discharged from the hospital too early and then has to be readmitted. The resulting cost may be in the form This information can be useful to policy makers because the of a malpractice lawsuit.
views of the health care managers normally have enormous Appraisal costs include time and money spent in evaluating impact on the decisions taken by hospitals. Therefore, the the conformance to an agreed or implicit quality of care or information that will be generated by this study can provide services standard and monitoring. These may also include valuable insight into how quality-related costs currently being clinical and management audit, an implicit everyday inincurred may be reoriented to initiate more effective quality spection, and testing of equipment [9] . Thus, appraisal costs initiatives. involve the costs of efforts to minimize internal and external failure costs.
Prevention costs are those incurred in relation to the design, implementation and maintenance of quality management Material and methods systems [7] . In the case of hospitals, prevention costs are those associated with the standards development phase [6] . A self-administered questionnaire was designed and a pilot These may include the cost of formulating and writing the study was carried out in October and November 1995; the standards and personnel training. respondents were health care managers from two private Compared with producing industries, the determination of hospitals in the city of Jeddah. The results of this pilot study were then used to modify the questionnaire. The introductory quality costs figures in service industries is more difficult and part of the questionnaire includes the hospital name, the complicated. This is particularly true in the case of the health current title of the respondent and the duration of work in sector because of the very nature of the activities involved the health sector. This was followed by the statements on in the provision of health care services. However, information the 17 quality-related cost issues included in the study (Table  regarding the cost of quality or poor quality has an important 1). Through a 5-point Likert scale, the respondents were influence on the type and extent of quality improvement asked to indicate how they perceived these issues to influence initiative that a health care organization or hospital may their hospitals' overall quality improvement initiatives. The undertake.
last item on the questionnaire deals with the health care Within the context of this study, quality improvement managers' satisfaction with their hospitals' overall quality initiatives can be defined as any serious efforts undertaken improvement initiatives, which was also rated on a 5-point by a hospital to promote the quality of care with the aim of scale. lowering quality-related costs. These efforts can take the Data collection was conducted in August and September form of establishing standards, formulating clear policies and 1996 by volunteer graduate students in the master's proprocedures, appointing quality assurance coordinators for gramme in hospital & health care administration at the College each unit of a hospital department, emphasizing the importof Administrative Sciences, King Saud University. Only stuance of teamwork, involving clinicians in the quality imdents with extensive training in statistics were chosen to provement initiatives, conducting continuing education participate in the data collection to ensure the random activities, and more importantly, teaching the staff how to selection of respondents. utilize basic quality improvement tools.
Three hundred questionnaires were distributed to a random These quality improvement initiatives can enhance the sample of health care managers at several private hospitals health care provided to patients, facilitate decision-making, in the Western Region of Saudi Arabia. This region includes and assist in cost containment. Several studies have illustrated the cities of Makkah, Madina, Jeddah and Taif and has the that service organizations which launched quality imlargest number of private hospitals and health care managers provement initiatives gained significant reductions in their in the Kingdom of Saudi Arabia. The random sample was cost of quality [3, [10] [11] [12] [13] [14] [15] [16] [17] [18] [19] . However, poorly designed and approximately 75% of about 400 health care managers in mismanaged quality improvement initiatives can inflate health private hospitals in that region. Of all the questionnaires care costs and accelerate the decline of quality.
distributed, 236 were completed and included for analysis, It is recognized that the cost of quality is helpful in giving a response rate of 79%. Therefore, the final study monitoring change brought about by total quality, in desample accounted for about 59% of all health care managers termining specific problems, and in deciding priorities for in private hospitals in the Western Region of the Kingdom intervention [9] . In view of this, this study was conducted of Saudi Arabia at the time the study was conducted. with the following objectives:
Descriptive statistics (frequency distribution and percentages) were used to determine the health care managers'
• to determine the perceptions of Saudi health care man-perceptions regarding the influence of the different cost issues agers of the various cost issues that influence overall on the overall quality improvement initiatives of their hospitals. quality improvement initiatives in their hospitals; The 2 test was then used to determine the cost issues which the health care managers perceived to have significant influence • to determine the relationship between the Saudi health on such initiatives and to determine if the health care managers' quality improvement initiatives. This means that more than one-half (51.27%) of the health care managers were not satisfaction with their hospitals' overall quality improvement initiatives was influenced by their perceptions regarding the satisfied with such initiatives. Table 1 shows the frequency distribution of the health care managers' perceptions regarding various cost issues. Significance level was set at <0.05.
For analytical purposes, the responses on the 5-point the influence of the different cost issues on the overall quality improvement initiatives of their hospitals. Of the 17 cost Likert scale were collapsed into dichotomous format of 'little influence' and 'considerable influence' for the perceptions on issues included in the study, the majority of health care managers perceived that five of these issues had little influence the influence of the different cost issues on the overall quality improvement initiatives. Regarding the satisfaction on the on the overall quality improvement initiatives of their hospitals. These issues and their percentage distributions were: overall quality improvement initiatives, the responses were collapsed to 'satisfied' and 'not satisfied'. This was done to avoid obtaining biased 2 test results because of the relatively • data on cost allocation (92.4%); small sample size.
• cost of prevention (89%); The general hypothesis of this study was that there is a
• cost of low quality care (74.6%); statistically significant relationship between the health care
• budget for prevention activities (63.6%); managers' perceptions of the various cost issues included in
• measurement of the costs of quality-related actions this study and their satisfaction with the overall quality (61.9%). improvement initiatives of their hospitals. The Cramer's V statistic (with values ranging from -1 to 1) was used to For the other cost issues, two-thirds or more of the measure the strength and direction of such a relationship, if health care managers surveyed indicated that six issues had any. A Cramer's V of 0.400 or higher indicates a high considerable influence on the overall quality improvement relationship; an absolute value of 0.200-0.399 indicates a initiatives of their hospitals: moderate relationship; and an absolute value of less than 0.200 indicates a weak relationship.
• value of added cost (60.6%);
• net expenditures on quality assurance (61.9%);
• perception that quality costs money (62.3%);
Results
• cost of quality improvement (62.3%);
• budget for quality assurance programme (67.4%); Among all the health care managers surveyed, only 48.74% indicated that they were satisfied with their hospitals' overall
• cost of malpractice lawsuits (95.8%). ....................................................................................................................................................................................................................... 
Influence of the different cost issues on the health
• measurement of the costs of quality-related actions;
• value of added cost; care managers' satisfaction with overall quality improvement initiatives
• data on cost allocation;
• costs of low quality care; Table 2 shows the relationship between the health care
• perception that quality costs money; managers' perceptions of the various cost issues and their
• budget for quality assurance programme; satisfaction with the overall quality improvement initiatives
• cost of unnecessary work; of their hospitals. It can be seen from the table that only
• budget for inspection activities. eight of the 17 issues were statistically significant. These issues were:
The vast majority (83.48%) of health care managers who were satisfied with the overall quality improvement initiatives indicated that this issue had little influence on their hospitals' overall quality improvement initiatives. However, the vast of their hospitals perceived that the measurement of the costs of quality-related actions had little influence on such majority (72. The majority of health care managers in both the satisfied and not satisfied groups perceived that the budget for the the health care managers' perceptions regarding the measurement of the costs of quality-related actions and their sat-quality assurance programme had a considerable influence on the overall quality improvement initiatives of their hospitals. isfaction with the overall quality improvement initiatives of their hospitals.
However Concerning the costs of unnecessary work, almost twois a statistically significant difference in the perceptions of the two groups of health care managers regarding the influence thirds (64.35%) of the satisfied group perceived that this had considerable influence on their hospitals' overall quality of this issue on their hospitals' overall quality improvement initiatives. The value of Cramer's V (-0.231) denotes a improvement initiatives. However, just a little more than onehalf (51.24%) of the not satisfied health care managers had moderate negative relationship between the health care managers' perceptions regarding the value of added cost and their the same perception. Results of the 2 test ( 2 1df =4.149; P=0.042) show a statistically significant difference in the satisfaction with the overall quality improvement initiatives of their hospitals.
perceptions of the two groups regarding the influence of this issue on the overall quality improvement initiatives in their Regarding data on cost allocation, the vast majority of health care managers in both groups perceived that this hospitals. The Cramer's V of (-0.133) denotes a weak negative relationship between health care managers' perceptions reissue had little influence on the overall quality improvement initiatives of their hospitals. Results of the 2 test ( 2 1df = garding the cost of unnecessary work and their satisfaction with the overall quality improvement initiatives of their 12.579; P=<0.001) show that significantly more of the not satisfied health care managers (98.35% compared to 86.09% hospitals.
As for the budget for inspection activities, the majority of the satisfied group) perceived the small influence of this issue. The value of Cramer's V (-0.231) indicates a moderate of the satisfied group (59.13%) perceived that this had a considerable influence on their hospitals' overall quality negative relationship between the health care managers' perceptions regarding data on cost allocation and their sat-improvement initiatives. On the other hand, 53.72% of the not satisfied health care managers perceived that this issue isfaction with their hospitals' overall quality improvement initiatives.
had little influence. From the results of the 2 test ( 2 1df = 3.904; P=0.048), it can be seen that there is a statistically The majority of health care managers in both the satisfied and not satisfied groups perceived that the cost of low quality significant difference in the perceptions of the two groups regarding the influence of this issue. The value of Cramer's care had little influence on the overall quality improvement initiatives. However, it can be seen from the results of the V (-0.129) signifies a weak negative relationship between the health care managers' perception about the budget for 2 test ( 2 1df =12.377; P=<0.001) that significantly more of the not satisfied health care managers had this perception inspection activities and their satisfaction with their hospitals' overall quality improvement initiatives. (84.3% compared to 64.35% of the satisfied group). Cramer's V (-0.229) indicates there is also a moderate negative re-
The nine issues that did not have a significant influence lationship between the health care managers' perception on the health care managers' satisfaction with their hospitals' regarding the cost of low quality care and their satisfaction overall quality initiatives were the following: with the hospitals' overall quality improvement initiatives.
With regard to the perception that quality costs money, • net benefits from quality assurance programmes;
• cost of quality assurance programmes; more than half (51.30%) of the satisfied health care managers
• budget for prevention activities; incurred at a later time. Effectively carrying out prevention • cost of prevention; activities can be a certain way of ensuring that situations will • cost of quality improvement; not occur when previous work has to be reinspected or • net expenditures on quality assurance programmes; redone. Therefore, the hospital can generate long-term savings • cost of reinspection;
by focusing on prevention activities and avoiding the per-• cost of malpractice lawsuits;
formance of unnecessary work.
• cost of duplication of work.
Related to the emphasis that should be given to prevention activities, it is also necessary to establish control mechanisms that will allow the hospital to reduce significantly the amount of waste, duplications of work or performing of unnecessary
Discussion
tasks. This control mechanism should also be a vehicle for monitoring quality improvement efforts, which may not Results of the study indicate that for the majority of the actually be worth the added costs that are incurred with health care managers surveyed, most of the cost issues them. At the same time, such a control mechanism should addressed by this study had considerable influence on the be able to effectively show the costs involved if the hospital overall quality improvement initiatives in their hospitals. The carries out any activities that will lower the quality of care it cost of malpractice lawsuits was the issue that was perceived provides. to have the most influence on overall quality improvement Another important consideration should be the esinitiatives. With regard to this issue, it should be noted tablishment of some kind of 'cost centre' which will enable that there was no statistically significant difference in the the actual monitoring and measurement of the quality-related perceptions of health care managers who were satisfied and costs that will be incurred by each hospital unit or department those who were not satisfied with their hospitals' overall in relation to the costs incurred or allocated by the entire quality improvement initiatives. This supports the perceived hospital. Based on direct personal observation, some health importance of the cost of malpractice lawsuits on a hospital's care managers do not know how much they spend on quality overall quality improvement initiatives.
initiatives. However, these managers should know not only The other issues that were considered by health care their expenditures on quality initiatives, if any, but should managers as having considerable influence on the overall also be able to measure the costs of actions that influence quality improvement initiatives in their hospitals all directly the quality of care their hospital provides. indicated a quality-cost relationship. Next to the cost of It could be observed directly that there was a general malpractice lawsuits, the issue that was considered by health perception among both health care managers and general care managers to have most influence on quality improvement hospital staff that quality improvement programmes are costly. initiatives was the cost of applying the quality assurance However, implementing such programmes would not neprogramme. This was followed by 'cost of quality imcessarily be costly if health care organizations had programmes provement', 'perception that quality costs money', 'net exthat were tailor-made to their existing realities. This means penditures on quality assurance programmes', and 'value of that their quality improvement programmes should take into added cost'. account, among other things, their current financial status From the perspective of the health care managers included and health manpower qualifications and capabilities. This in this study, 'data on cost allocation' had the least influence on may involve setting up standards that will fit the hospital's the overall quality improvement initiatives in their hospitals.
situation. Prevention activities were also considered less important, as
As noted earlier, among the issues that the health care indicated by the high percentage of health care managers who managers perceived to have considerable influence on their perceived that the issues concerning the 'cost of prevention hospitals' overall quality improvement initiatives was the activities' and 'budget for prevention activities' had little budget for the quality assurance programmes. It can be influence on the overall quality improvement initiatives of observed that our hospitals allocate very little financial budget their hospitals.
for such programmes. In extreme cases, there are regions The results of this study indicate the rather inextricable where hospitals do not have budget allocation at all for such relationship between cost and quality and also appear to programmes. This is probably a result of the pervading emphasize the common perception that quality necessarily thought that quality improvement programmes are costly. involves more money. These results also indicate that many Another possible reason for not allocating enough financial of the health care managers surveyed did not grasp fully the resources to quality improvement programmes is that such core concept of quality and its importance in health care programmes are sometimes perceived as a luxury, rather organizations. A specific case in point is the perception than a necessity, for the hospital. Therefore, it is highly regarding the little influence of prevention on the overall recommended that senior health care managers seriously quality improvement initiatives. While prevention costs may attempt to understand fully the importance of quality in their appear relatively high in the short term, more emphasis hospitals. It is only with such an understanding that they will should actually be devoted to this quality-related cost. This be convinced that quality improvement initiatives should is because by emphasizing the importance of prevention and actually have a specific budget. This is one of the most by providing enough resources for such activities, the hospital is making certain that other quality-related costs will not be essential requirements for the success of such initiatives.
